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The Consumer King? 


Herbert Tonne 


Withia the last year there has been 
strong revival interest the protec 
tion the consumer. One the more 
provocative exponents the need for 
protecting the consumer Vance Packard, 
his widely popular Waste 
Consumers Union thought enough 
Waste Makers book reprint ex- 
the Consumer Report? even before 
was made available the public. 


How Much Planned Waste? 


well-known now, Packard’s 
book concerned with the scheme sup- 
posedly planned and executed Ameri- 
can Business create waste our eco- 
nomic life order keep the industrial 
plant running. Packard gives many ex- 
amples the tendency for people 
exaggerate their products advertising. 
sell rather than cosmetic. 
Packard makes good use the thesis 
some sales experts, that really com- 
petent salesman can sell anything any- 
body. takes these on-the-whole naive 
statements they were actual facts. 
Vance Packard gleefully points the 
planned obsolescence the automobile 
producers perfect example his 
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Business Education the School 
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textbooks. His Principles 
Education the standard work the 


field. 


evidence justify his point view. 
Actually, basic structuring, automobiles 
are far better than they were generation 
ago. They are sturdier; they are far more 
they actually can give more 
mileage than they ever did before. Vance 
Packard ignores these facts. points 
out that deliberately changing the 
model style car every year, 
consumers can persuaded turn 
them before they are actually used 
up. Vance Packard seems put all the 
blame the manufacturer and none 
the consumer for being foolish 
enough interested new model 
every other year so. For many years, 
adventuresome automobile manufacturers 
tried get out small car. Here and 
there they tried minimize annual 
change. Every time they did, they either 
went broke had stop producing the 
model order avoid going broke. 


Vance Packard, Waste Makers. New 
York: David McKay Company, 1960 

Consumer Report, October 1960. 
512-37 
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How Fickle the Consumer? 


Since 1957 the consumer has changed 
his mind. Now does not want gadgets. 
Nothing that the manufacturer has done 
has been able get him buy more 
car. What wants now 
relatively simple car; the manufacturer 


Unfortunately, the manufacturing 
automobiles requires years preplanning. 
Therefore, the manufacturer behind 
the consumer making the change. 
Should blame the manufacturer en- 
tirely, even primarily for consumer 
stupidity automobile consumption? 
not the fault considerable measure 
the consumer for his vagaries con- 
sumption? 


Vance Packard concerned about the 
use already prepared products. 
points out how much cheaper 
would buy the individual ele- 
ments product, combine them 
our home, and then get the full benefit 
the product. The fact remains that 
have relative surplus income; there- 
fore, like save the time that in- 
volved mixing commodities. are 
willing pay the price for packaging. 


Are New Services Justified 


are aware the additional costs 
involved packaging and the pre- 
cooking many consumer goods. 
should also note that when 
for moonlighting extra jobs and en- 
gage other practices which use our 
free time, that little extra cost pack- 
aging more than worth the additional 
cost. Who The manufacturer 
providing with these products? 
the consumer eagerly using these ser- 
vices built into them? know have been 
glad have pre-cooked rice, oatmeal and 
numerous other products. With occasion- 
exceptions, tendency not only 


commend the manufacturer, but com- 
mend the consumer for making use 
services which free him from the rou- 
tine much household processing 
favor the things that are fundamentally 
more interesting us. 


There much deceitful 
persuasive salesmanship. Nevertheless, 
even here much the fault must 
placed upon consumer indifference rather 
than consumer ignorance; upon the con- 
sumer, rather than upon the producer. 
one this society compels buy 
the many stupid things buy. 


Business Answers the Critics 


Business has been thoroughly compe- 
tent offering vigorous counter-blasts 
the rather absurd exaggerations 
Vance Packard and his “company.” For 
example: for October, 1960, 
has excellent editorial “Planned Waste 
Better Mousetrap.” 


Barron’s for October 10, 1960 shows 
much the glibness and fatuousness 
Packard’s dogmatic presentation his 
thesis. The Advertising Federation 
America has produced Truth Book, 
page manual, according Adver- 
tising Age for June 13, 1960. final 
example: Stewart Britt has just written 
book, The Spenders (McGraw-Hill 
Book Company) which rebuttal 
Packard, and certainly strong 
defense advertising. 


These attacks business are not new, 
and the counter-attacks from business are 
also largely repetitious former defenses. 
There are good reasons for these con- 
tinuous attacks inadequate production 
for consumption. There are also good rea- 
sons why even the thoroughly worthy en- 


Fortune Magazine, (October, 1960), 
131-132 
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terpriser cannot always serve the consumer 
well would like to. 


The Problem Serving 


the Consumer 


One the problems the manufac- 
turer the changing nature consump- 
tion caused part the consumer, but 
even more the manufacturer. For ex- 
ample, members energetic and 
progressive economic system most 
are inclined think consumption 
having reduced tendency towards pur- 
chasing commodities and toward greater 
consumption services. According 
Morgan Guaranty Trust Company sur- 
vey, published August, 1960, the ten- 
have been inclined think is. There 
lack support for the thesis that 
proportionately fewer the workers are 
needed produce the goods use, 
that more workers tend used 
provide for the increasing services de- 
manded our means consuming rise. 
Since 1929, the greatest increase the 
use personal income has been devoted 
taxation. 1929, was three cents 
the dollar; 1959, taxation took twelve 
cents the consumer dollar. This in- 
crease has squeezed consumption al- 
most every other category. 


The amount devoted 
dropped proportionately more than 
did other fields, excepting the expendi- 
tures clothing, which dropped more. 
However, must recognized that 
great deal the shift more actual 
fact than statistics indicate. For example, 
many goods now consume have 
vices built into them. was indicated 
above, when buy our food, often 
buy pre-cooked partially cooked, 
pre-mixed, pre-packaged. Therefore, 
while the consumption goods seems 
have maintained itself, actual fact 


Fairleigh Dickinson University Business Review—Spring, 1961 


great deal service has been squeezed 
into the consumption 
goods. the report points out, money 
spent for attendance plays, concerts 
sports events has given way the use 
television, radio, and fi. other words, 
there has been decrease apparently 
some service expenditure and apparent 
increase some manufactured goods ex- 
penditure. However, there was real, 
though indirect, increase money spent 
services, rather than food, shelter 
and clothing. The fact that difficult 
get mechanic often makes individuals 
buy merchandise “do yourself” 
type. The hired gardener replaced 
the power mower and lawn sweeper. Thus 
can seen that the hidden services 
which are actually embodied goods 
have gained great deal rather than those 
which supply services directly the con- 
sumer. seems evident that this gain 
likely increase. The changed values 
standards living inevitably result 
complex economy and therefor trends 
are difficult measure. 


Some strong consumer advocates may 
assume that this unfortunate trend. 
Others will consider desirable one. 
As, however, our means 
purchasing what want consume, 
the tendency make things more plea- 
sant for us, tends increase. cannot 
have much tolerance for the rock-rib 
conservative who wants live the 
days coal-oil and cold-water flats and 
yet the tendency the part some cri- 
that direction. the other hand, our 
consumer opportunities arise, certainly 
desireable for spend our means 
more intelligently rather than less in- 
telligently. easy for criticize 
the consumer and find him 
Whether are less intelligent consumers 
now than were the old days dif- 
ficult measure. have more spend, 
therefore, spend more, and possibly 
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also have opportunity spend more 
carelessly. 


One the desirable elements con- 
sumption, whether admitted the 
reactionary not, the pleasure 
being able spend with moderate free- 
dom and without pinching every penny 
that involved. Inevitably, there will 
slight tendency waste this process. 


other words, random generalizations 
the wickedness the manufacturer 
the incompetence our American system 
supplying with our needs make in- 
teresting headlines and create best sellers, 
but Ira Gershwin said “It Neces- 
sarily So.” The whole area consumption 
needs more study and more careful analy- 
sis before definitive judments can 
made. However, the meantime, 
not need wait. wholly desirable 
for consume more effectively. 
certainly need better roads rather than 
more and more automobiles. need 
have better appreciation for the 
finer things life and should willing 
spend those commodities rather than 
the superficial and even dangerous. 
There constant need guard against 
the manufacturer who 
would foist commodities that are 
harmful. However, not only unde- 
sirable, but stupid us, condemn the 
usual manufacturer the sole cause for 
poor consumption, condemn him 
for the occasional error that happens 
manufacturing which typical all 
human life. the whole, nice thesis 
could developed who the more 
efficent our American life: the manu- 
facturer and the producer services, 
that the manufacturer will found 
the more efficient, you will, the less 
inefficient. Nevertheless, improvement 
producing the goods consumed well 
increased competency the consumer 
desirable. 
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Moreover, while true that the 
American consumers for the most 
part, intelligent buyers, many Americans 
are quite unsophisticated and quite unin- 
telligent buyers and these people who 
suffer from. false advertising and schemed 
obsolescence. Advertising certainly 
demon, but far from being saint. 
Advertising has done much aid the 
achievement consumer competency, 
possibly has done more interfere 
and destroy consumer competency. Ob- 
viously there perfect answer the 
problem wise consumption. Our entire 
social system, and indeed nature itself, 
wasteful. 


cannot expect anything like per- 
fection consumption, but certainly 
are justified demanding improvement 
the process. 


The Producer Guide 
for the Consumer 


The consumer deserves more help from 
the manufacturer than has received 
far. the long run, helping the 
consumer more intelligent buyer, 
can function more efficiently. Certainly, 
the half-baked, distorted, and many 
cases positively vicious kinds sugges- 
tions encouraging unsophisticated con- 
sumers buy relatively unecessary com- 
modities, fabulous interest rates 
positive disservice the community. 
fortunate that the consumer movement 
has been resurrected indicate the faults 
this procedure. 


Thus far, the associations advertisers 
and manufacturers have limited 
services consumers the prosecution 
blatantly false statements. 
sponsible producers who support better 
business organizations indulge 
truth and the withholding truth. 
Subtle hyperbole which often edges dis- 


Fortune Magazine, (September, 1960). 
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gracefully close misrepresentation of- 
ten more harmful than gross falsehood. 
The lie easily detected. The clever half- 
truth often believed total because 
the glib manner which presented. 
The manufacturers have responsibility 
for competent self-policing toward which 
they have made more than smug 
superficial gestures best. 


Buying Guides Aids 


the Consumer 


Fortune* points out, Consumers 
Union probably the most influential 
advisor the American consumer. How- 
ever, Consumers Union, despite its size, 
really small outfit when compared 
even moderately sized big business 
the United States. Nevertheless, its 
influence under certain conditions 
tremendous. has had influence 
making manufacturers improve their pro- 
ducts. has, here and there, been able 
encourage the consumers, least 
certain segments the consumers buy 
from one manufacturer rather than the 
other. 


Nevertheless, spite the occasional 
ranting Consumers Union against 
giantism, tail fins, and excessive chrome 
the American cars, was not sucess- 
ful halting the trend. Every time 
reasonably good small car developed, 
Consumers Union gave much ap- 
proval possibly could. Nevertheless, 
until the American public 
Consumers influence seems 
have been slight. fact, all the time 
Consumers Union was denouncing the 
excess filigree the American car, the 
American car was continuously growing 
more and more encumbered with useless 
products. Only when the American con- 
sumer was ready and then with apparent- 
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little warning, were the manufacturers 
able produce more reasonable car. 
hoped, course, that the end 
not yet sight improving service- 
ability car the expense gadgetry. 
The success this hope, however, de- 
pends again upon the American con- 
sumer. All advertising can really re- 
emphasize and cause the consumer 
what wants anyway. Consumers 
Union and other consumer services have 
not been able change the trend either. 


After undoubtedly rather thorough 
and certainly effective analysis the 
effect Consumers Union, 
comes the conclusion that while Con- 
sumers Union may occasionally 
its judgments are, the whole, about 
honest they can possibly be, made 
the hands ordinary human beings. 


Fortune tends take rather im- 
partial point view toward Consumers 
Union Fortune sponsored mas- 
sive quantity advertising. Nevertheless 
the total presentation comes 
prisingly well for Consumers Union. 
Thus, clear that these services deserve 
more support from the consumer being 
honest and the whole competent 
guides the devious and much pitted 
road good buymanship. 


The Government Aid 
the Consumer 


the government, state and federal, should 
participate far more extensively than they 
protecting the consumer. think 
government should more, but there 
point beyond which coddling con- 
sumer becomes far more harmful than 
good. might reach the point where the 
consumer loses his shrewdness. However, 
are far from having arrived that 
point. There evidence that the new 
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national government and several the 
state governments will more forceful 
encouraging the consumer achieve 
better worth for less dollar. 


the Consumer 


The best single means improving 
consumption, however, remains meaning- 
ful effective school learning con- 
sumer education. These types courses 
taught intelligent people with mini- 
mum exaggeration either protecting 
the manufacturer, abusing him, will 
give more enlightened consumer 
group, and should contribute giving 
ing production effort those things 
which will lead greater consumer wel- 
fare. 


Conclusion 


free society, many marginal manu- 
facturers will unscrupulous their 
relations with the consumer: This situa- 
tion one the ills have accept 
part the total good having 
relatively free society. However, must 
not over-complacent about such abuse 
the consumer the producer and 
himself. The increasing proportion the 
income which not bound 
absolute necessities may inclined 
make him more careless, his own and 
his community’s detrement. will 
require all the competency all the 
agencies that should serve the consumer 
make him more competent. the 
extent which these agencies are success- 
ful, the door better personal and 
community life will have been opened. 
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Economic Review and Outlook 


Keith Stephens 


Characterization The Economy 
Through 1960 Present 


Through most 1960, the economy 
was dominated process business 
and consumer adjustment the relaxing 
inflationary pressures and the dissipa- 
tion inflationary psychology. These 
developments have been associated with 
all-round ample capacity, ready availa- 
bilities all kinds finished goods and 
materials, and generally stable prices. 


Economic activity reached cyclical 
high about the middle 1960 and has 
been declining since. Gross National Pro- 
duct was record seasonally adjusted 
annual rate $505 billion the second 
quarter. the fourth quarter, the total 
was down about one-half per cent 
$503 billion. the second quarter 
1960, business profits almost all fields 
had begun feel some squeeze. 


the beginning 1960, non-farm 
businesses were accumulating inventories 
possible metal strikes and 
higher effective demand forecasted for 
1960. However, capacity was up, the use 
computers enabled shorter inventory 
purchases, replacement orders could 


Keith Stephens assistant professor 
the College Business Administration, 
Fairleigh Dickinson University. Mr. 
Stephens received his 
Retailing from New York 
and his MBA degrée the University 
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filled promptly then why not decrease 
inventories. Inventory reduction would 
affect new orders because about one-half 
total inventories are carried manu- 
facturers. backlog orders begin de- 
cline, this suggests more idle capacity 
and raises expectations getting quicker 
deliveries. 


midyear, inventory expansion had 
virtually ended, and the final quarter 
businesses reduced their stocks 
annual rate about billion. 


Retail sales and other final purchases, 
including exports, were higher 1960 
than year earlier, but not much 
over-all production. result, manu- 
and distributors’ inventories 
expanded substantially with much 
the increase stocks autos and 
other consumer goods. Aggregate con- 
sumer and related demands for final pro- 
ducts increased only moderately after the 
beginning the year. the third quar- 
ter 1960, growth personal income 
slowed and later dropped four con- 
secutive months including November, 
December, January, and February. 


October, sales new domestic and 
imported autos recovered sharply 
annual rate 6.8 million units, and 
total retail sales returned the advanced 
May-June level. Auto sales were strong 
the fourth quarter, part because 
the efforts involved working off large 
stocks 1960 cars. December sales ran 
behind production and stocks rose 1.1 
million year-end. Some reduction 
output now underway and likely 
persist until sales pick again. 


Construction expenditures January 
declined seasonally adjusted rate 
$55.3 billion, down from $56.4 billion 
December, the Census Bureau reported. 
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December, retail sales experienced 
per cent drop, with the decrease cen- 
tered durable goods industries. Manu- 
facturers reduced their inventories an- 
other $350 million December, bringing 
the cut since mid-1960 $1.4 billion. 


THE ECONOMY HAS BEEN CHAR- 
ACTERIZED MIXED TRENDS 
FOR LEAST PART THE YEAR. 
balance, the trends led rise 
gross national product about per 
cent from the 1959 level. 


Consumer Trade 


Suggesting possible 
tance, over-all sales did not match the 
gain consumer income. Personal in- 
come showed increase during the first 
three quarters 1960 and then signifi- 
cant drop the fourth quarter about 
billion. Personal income January 
was seasonally adjusted annual rate 
$406.3 billion, down $600 million from 
the month and marking the third 
straight month-to-month decline. The 
January figure was the lowest since last 
June. This high level income was 
source strength and yet weaknesses 
were showing the consumer sector. 
Spending retail reached peak during 
the spring, remaining slightly ahead for 
the year. Personal savings increased, 
creased make the difference. 


Some lines trade performed better 
than others. The sales rate soft goods 
and other non-durables reached high 
the spring and then was almost level for 
the remainder the year. Consumer dur- 
able goods did not fare well, dollar vol- 
ume was off slightly and would have been 
more, had not automobile 
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Business Plant and 
Equipment Spending 


Early 1960, non-farm business ex- 
pectations for capital spending were op- 
timistic. Beginning the spring, manu- 
facturers lowered their estimates and re- 
duced such outlays. Durable goods manu- 
facturers, especially, felt both the pres- 
sures reduced demand and increasing 
idle capacity and accordingly accounted 
for most the cut-back among manu- 
facturers. 


Net Exports 


Net exports goods and services in- 
creased through 1960. Imports remained 
about the same declined slightly. 


Government 


Government éxpenditures rose through- 
out most the year, amounting about 
$2.5 billion increase for 1960. The in- 
crease stemmed mostly from higher state 
and local government spending. Federal 
purchases have been rising since midyear. 
the first part 1960, federal spending 
was characterized declining outlays for 
defense; the recent period, rising out- 
lays. 


important reason for the increase 
state and local purchases has been the 
the increase compensation em- 
ployees, particularly public education. 
Another factor has been the highway 
construction program. 


Specific Indicators 


The current weaknesses the economy 
are also clearly.visible industrial ex- 
penditures and unemployment. With 
the labor force continuing grow, the 
moderate decline the number jobs 
available gave rise persistant increase 
unemployment. the end the year 
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million were unemployed, 6.8 per 
cent the entire labor force sea- 
sonally adjusted basis. This far more 
than the per cent that might con- 
sidered normal minimum for the 
economy. 


Consumer non-durables showed in- 
crease for the year. Services have con- 
tinued their upward trend. 


Following dramatic gain 1959, 
housing expenditures began falling off 
early 1960. One might assess the drop 
off first result tighter mone- 
tary policy early 1960, later giving 
way pressures recessionary fears. 
Other private construction improved 
through the year. construc- 
tion was off slightly, highway con- 
struction and military housing fell. Al- 
together, there was net decline 
more than billion total con- 
struction. 


Assumptions 


order forecast Gross National 
Product for 1961 certain assumptions 
must made. First, assumed that 
any catastrophic change will not occur 
(such war, famine, earthquake, crip- 
pling strikes, disease, etc.). assumed 
that the government will continue put 
more money into the hands consumers 
number steps, such ordering 
rapid disbursements income tax re- 
funds and life insurance dividends, 
stepping the pace defense outlays 
and highway spending, and providing 
additional unemployment benefits for 
jobless workers who have exhausted their 
state benefits. 


assumed that there will 
radical change monetary fiscal 
policies initiated the Treasury, the 
Federal Reserve System, the Admini- 
stration. assumed that fundamen- 
tal changes foreign policy will arise 
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distort remarkably the present 
trade position. 


assumed that business spending 
will follow the Department Commerce 
forecast about per cent reduction 
capital spending for 1961. 


assumed that tax structures will 
not change over the next year; that 
taxes will neither raised nor lowered. 
the basis the President’s Economic 
Report, assumed that near balanced 
budget will sought government. 


also assumed that there will 
important change the average 
work week. 


1961 Perspective 


Analysis and Summarization 
1961 Developments Gross 
National Product 


Present economic indicators show 
mixed trend, making the outlook for 
1961 somewhat uncertain. The net effect 
the economy will continuation 
some recessionary pressures while, for 
the most part, there will reversal 
some time during the second quarter 
1961. The annual rate, seasonally ad- 
justed, G.N.P. for all 1961 should 
about $510 billion. Even though there 
deceleration the decline, may 
some time 1962 before all the sectors 
the economy show strength. The price 
level has remained relatively stable, and 
during 1961 will increase about 1/2 per 
cent. The economy has had annual 
rate growth only about 2.5 per cent 
since—showing stability nondurable 
expenditures, but lacking demonstrative 
strength durable sectors throughout 
this 


Personal Consumption Expenditures 


Consumer spending during the last 
half 1960 was light, especially the 
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third quarter. Personal income climbed 
the third quarter ($404 billion 
$408 billion), and held steady the 
fourth quarter ($408 billion $408.5 
This suggests change con- 
sumer behavior and may well bear watch- 
ing. January retail sales, seasonally 
adjusted basis, fell for the third straight 
month. February, retail sales increased 
slightly and personal income declined 
for the fourth consecutive month. 


Consumer Durables 


Auto purchases did most bring the 
fourth quarter 1960 increase durable 
goods. Auto sales have been down since 
November, though they showed more 
favorable signs the last two weeks 
March. Automobile inventories now 
run moderately over million cars. cut- 
backs assembly operations have taken 
place since the fourth quarter 1960. 
Automobile sales will probably drop 
about $1.5 billion the first quarter 
and sales will probably run less than 
million cars. Reduced assembly operations 
the first quarter should tend keep 
production line with sales and not 
increase inventories. 


Housing will decline about $.5 billion 
the first quarter, while personal in- 
comes continue decline through the 
first half 1961. Housing starts 
1,300,000 are expected for 1961, which 
per cent increase over 1960. Housing 
and automobile sales should increase 
the third and fourth quarters. 


The maximum interest rate Federal 
Housing Administration-insured 
gages was reduced from 53/4 per cent 
51/2 per cent hope increasing 
housing sales. Housing started down 
the middle 1959, when recovery 
begins housing should pick also. Cau- 
tion should prevail because the housing 
industry lacks the pent-up demand the 
immediate post-war years. 


Appliance manufacturers expect about 
3.5 per cent increase sales 1961 
which might compare with the housing 
Start expectation cited above. Another 
reason for the increase might the re- 
cord savings 1960 $216 billion, 
per cent increase over 1959. 


Consumer optimism during the second 
half 1961 will reflected im- 
proved sales automobiles, appliances, 
housing, and furniture. Changes this 
sector are related expectations credit, 
incomes, and employment. should 
observed that there limit how 
much the Federal Reserve can cheapen 
short-term credit without running the 
risk greater gold losses. Once the 
economy does turn upward, any improve- 
ment the consumer sector can show 
additional incomes, employment, and ex- 
pansion replace old and obsolete plant 
and equipment this will all show 
improved consumer durable sales. 


Non-durables 


Consumer spending for non-durables 
should run about the same 1960. 
There will cut back the first and 
second quarters 1961 consistant with 
the cut back income and employment. 


Services 


Services are relatively stable. They are 
function income and population 
the long-run. For 1961, they should show 
increase $8.5 billion over 1960. The 
increase for the last few years has been 
progressively higher each year. 


Gross Private Domestic 
Investment Construction 


RESIDENTIAL NON-FARM HOUS- 
ING affected employment, income, 
vacancy, and expectations. 
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Unemployment continues rise. 
mid-February 5,705,000 workers were 
out jobs, year high. This means 
that 6.8 per cent the labor force was 
idle. Unemployment likely continue 
high through the third quarter and 
into the fourth before drops back 
“respectable” figure. 


Total construction expenditures 
1961 are estimated the Depart- 
ment Commerce $57.3 billion, 
per gain over 1960. This would 
include increases private and public 


building. 


Residential contracts awarded have 
been running behind year ago and the 
vacancy rate for rental units has advanced 
more than per cent. the other 
hand, private housing starts rose 
February annual rate 1.2 million 
(seasonally adjusted should noted, 
however, that farm construction probably 
accounted for the increase. 


OTHER RESIDENTIAL 
CONSTRUCTION includes commercial 
construction. Borrowing for long-run in- 
vestment and long-run rates are 
factors significant this sector. 


Some types industrial building ac- 
tivity remain strong. Contracts for re- 
search and development facilities and for 
automated distribution centers, supply 
centers for highway construction, and 
school facilities are indications. 


its forecast, released 
late 1960, the Commerce Department 
estimated per cent rise for total 
public construction 1961. Gains were 
projected for highways, schools, hospitals, 
other public buildings, water and sewer 
systems, and conservation and develop- 
ment projects.. 


Total expenditures new construc- 
tion (seasonally adjusted) declined 
February. Outlays for private construc- 
tion fell while those for public construc- 
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tion rose. Other than residential construc- 
tion showed slight increase. 


Producers Durable Equipment 


Business spending for new plant and 
equipment will improve during the 
second half 1961. federal survey 
announced recently found that total ex- 
penditures for plant and equipment 
1961 will decline per cent from 1960. 
This shows optimism over previous 
expected low which was less favorable. 
Such deceleration plus any increase 
new orders will lead more favorable 
picture the economy. 


Indicators significant this sector in- 
clude: available funds, businessmen’s ex- 
pectations, new capital investments, pro- 
ductivity, interest rates, and industry 
capacity. Many spending plans for 1961 
have already been formulated and second 
quarter 1961 spending will reflect first 
quarter 1961 expectations. 


New machinery orders (non-electri- 
cal) index shows about per cent drop 
from 107 July November and 
the trend was down through January. 
This index key insight into plant 
and equipment spending. This index 
represents orders that have been placed 
and suggests what production will like 
during the next quarter. One must cau- 
tiously sift out changes defense spend- 
ing from this index anticipating 
change. 


Under pressure from higher produc- 
tion costs, profits have been pointing 
lower. The peak rate for profits was 
reached year and half ago running 
then annual rate $51.7 billion. 
That was the spring 1959. First quarter 
profits 1961 probably will decline from 
the like 1960 period. Profits will influence 
the timing business spending for 
capital expansion and spending for re- 
placement. 
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Change Business Inventories 


The shift liquidation inventories 
accounted for most the $4.8 billion 
(seasonally adjusted annual rate) decline 
gross private domestic investment 
during the fourth quarter 1960. 


The question everyone’s mind now 
whether the economy “bottoming out.” 
Such conclusion should based upon 
changes significant indicators, one 
which would the change inventories. 
Inventory reduction beginning show 
signs deceleration and few in- 
dustries increase ordering and pro- 
duction evident. Even so, inventory 
liquidation will extend into the second 
quarter 1961. 


Inventory reduction did not occur 
until the final quarter 1960. There 
good indication that this reduction 
also heavy the first quarter 
1961. The Federal Reserve 
index industrial production 
100, seasonally adjusted) dropped off 
another point 102 January, making 
8.0 percent decline from the record 
peak January 1960. Inventory liquida- 
tion major factor the current 
decline industrial activity. Significantly, 
the Federal Reserve Board index has not 
shown the decline (yet) that did 
the three previous recessions. Any 
change consumer spending plus in- 
creases government outlays and easier 
availability credit can stimulate up- 
turn, with some indicators lagging, for 
the remainder the year. 


Other factors related inventory 
ductions would include the following: 
production capacity which means 
quicker deliveries, fewer back orders; 
use computers meaning shorter in- 
ventory purchases and smaller inventory 
size. Such factors add credence the 
theory that there will some continua- 
tion inventory reduction into the 
second quarter 1961. 
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Turning points the direction in- 
ventories usually lag few months behind 
those sales. February retail sales were 
per cent ahead January 1961, but 
January sales were per cent below 
January 1960. Even though sales show 
signs improvement, further reductions 
inventories are prospect. Some re- 
ductions must take place retail in- 
ventories. 


Net Exports Goods 
and Services 


larger gain from merchandise trade 
should experienced this sector com- 
pared with 1960 and 1959. Part this 
can explained the prosperity 
the industrial countries overseas. Foreign 
demand for American products has 
been high. Emphasis exports 
means reducing the outflow gold 
will also help. The waning inflation 
psychology this country means that 
relatively lower prices this country 
make our products more attractive abroad. 
Factors opposition would include in- 
creased competition from abroad and any 
change trade barriers against American 
goods foreign countries. 


The National Foreign Trade Council 
predicted record $19.5 billion 
commercial exports for 1961 compared 
with $19.3 billion 1960. Imports, they 
said, should reach $15 billion compared 
with $14.7 billion 1960. Surplus 
should then $4.5 billion about the 
same the fourth quarter 1960. 


Federal Government Purchases 
Goods and Services 


Proposed government spending fight 
the recession will make the estimated $79 
million surplus, for the fiscal year ending 
June 30, disappear into red ink. 
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takes some time before proposed 
government expenditures come full 
fruition, nevertheless, some spending 
gets under way the economy even 
anticipation government contracts. The 
budget submitted the Eisenhower 
administration pointed increased spend- 
ing for defense, mutual security, space 
exploration, labor education, health, wel- 
fare, transportation, highways, aviation, 
and community development. as- 
sumed that there will 
cant downward revision the amount 
spending the Kennedy administration. 


This new budget, should noted, 
will not become effective until mid-year 
and even then will take some time for 
the machinery get rolling. 


The trerid government spending 
rising and will increase least 
billion 1961 over 1960. There has 
chasing and construction 
recession measure. Early disbursements 
have been made tax returns, distressed 
area relief, pay raises for federal civilian 
employees, and insurance dividends. 

unlikely that tax reduction will 
take place this year. 


State and Local Spending 


further climb over billion can 
expected for spending state and 
local governments, consistent with year 
year rising trend. More money will 
spent for schools, highways and other 
public works. The step-up federal 
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spending plus any economic reversal 
improvement the economy could en- 
courage more state and local spending 
early date. 


Observations and Conclusions 


major importance the under- 
lying resiliency our economy the 
strength final demand. this point 
one might conclude that this time 
have per cent recession. re- 
cession that seems less severe than 
the average our post war recessions. 
The question now will snap back— 
will get upward thrust backed 
strong final demand. 


The federal government 
large orders now, hence should inter- 
pret carefully the index new orders. 
Similarly, early income tax returns and 
insurance dividend disbursements 
could partly responsible for the per 
cent increase retail sales for March. 
payments could also have 
favorable effect personal income for 
March. Nevertheless, there are favorable 
signs that suggest mixed picture. Auto- 
mobile sales improved March, farm in- 
come up, steel orders have increased, 
and there was slight increase indus- 
trial production and private housing 
starts March. This mixed trend sug- 
gestive that something the way 
reversal not too far off. Indications are 
that the reversal should come some time 
the second quarter and that for 
1961 should 
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Operation 
45,000 Trained 


Robert Gardiner 


The theme for today’s conference sug- 
gests that New Jersey faces problem. 
45,000 problems more exact—each 
year for least the next five years. Some 
marketing and sales associates like 
say, “We don’t have any problems— 
only have opportunities.” approach 
problems opportunities suggests that 
should restate our theme today. In- 
stead “Needed—45,000 Jobs,” 
should say “Available—45,000 Trained 
Hands.” Throughout New Jersey and 
our individual firms, should embark 
upon “Operation Opportunity.” 


The Arithmetic Opportunity 


First, let’s little arithmetic. Each 
year during the next decade 45,000 more 
people are expected enter the labor 
markets New Jersey. Incidentally, 
that this figure may perspective, 
represents approximately 2.3 per cent 
our present New Jersey labor force. These 
people represent New annual 
contribution the tremendous 1960- 
1970 boom population the post- 
war babies who will enter the U.S. labor 


Robert Gardiner director 
Warner Lambert Pharmaceut- 
ical Company, Morris Plains, New Jersey. 
co-author “Vitalizing the 
Role Management” and 
“Management Skill Studies.” Mr. 
Gardiner also assistant editor 
Information. 
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market unprecedented millions during 
the next decade. net addition 
13,000,000 people expected the 
U.S. per cent increase over the 
1950-1960 period). 1965, incidentally, 
will the year greatest pressure. 
that year alone, the number eighteen- 
year olds will jump percent. 


The increase working population 
also contributed the increased par- 
ticipation women the state and 
national labor force. Now see what 
apt happen these 45,000 new faces 
New Jersey. 


Editors Note: This article taken 
from speech given Mr. Gardiner 
conference Fairleigh Dickinson Uni- 
versity. The theme the conference 
which was sponsored the College 
Business Administration was “Problems 
the Economic Development New 


Jersey.” 
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FIRST How does this increase com- 
pare with normal growth? normal 
years, New Jersey has absorbed ap- 
proximately 18,000 additional people 
within production and service indus- 
tries, result normal growth and 
expansion existing businesses. 


This leaves opportunity gap 
employment potential ad- 
ditional 27, 000 trained hands. 


SECOND what broad industries 
are these people likely find jobs? 
national patterns hold, can ex- 
pect that for every 100 people em- 
ployed production industry, ap- 
proximately 120 will employed 
various service capacities our 
institutions, retailing establishments 
and professional groups. 


Incidentally, this represents complete 
reversal the employment “mix” 
1930 when for every 100 people 
service industries, there were 120 
people production industries. 


THIRD— What can expected 
specific employment opportunities 
the various occupations the decade 
ahead? 


Again, assuming that national patterns 
hold, the 1960-1970 period will see 
the following shifts: 


Professional and Technical 


Clerical and Sales +27% 
Semi-skilled +18% 
Unskilled 

Farm Workers 


This shift part long-term basic 
trend and outgrowth technologi- 
cal change. 1900 the ratio blue 
collar white collar workers was four 
one. Today there one one 
relationship and the trend con- 
tinuing. 
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Innovation Key 
New Future 


What opportunities and challenges 
find these facts and figures? The 
shifts the distribution and make-up 
jobs are the result innovation. And 
key our future. 27,000 people each 
year represent tremendous new employ- 
ment potential which can and should 
harnessed for the multiple benefit our 
New Jersey citizens, business, economists, 
Remember, roughly 
18,000 people can absorbed normal 
expansion businesses the State. Over 
and above this, 27,000 additional trained 
hands will available for the entirely 
new ventures the future— all 
direct ourselves the opportunity 
hand. “Operation Opportunity” calls for 
innovation and creative thinking two 
levels. First, state-wide effort neces- 
attract and foster new businesses. 
Second, individual businesses must in- 
novate for expansion. 


Attracting and Fostering New 
Business Cooperative Venture 


Combined and cooperative efforts are 
needed. The combined efforts the 
agencies government—state, county 
and municipal—and service industries— 
utilities and transportation services; 
our many institutions and educational 
facilities; groups representing business 
and labor, and lest forget him, the 
individual taxpaying citizen. 


All these groups—all New 
selling our state’s opportunities new 
businesses. 


Here are competition com- 
petition with other states. This com- 
petition that requires salesmanship. And 
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not sell New Jersey short. have 
and must maintain 
which attractive and conducive new 
job-producing ventures. briefly state 
New selling points: 


Industrial Leadership 


New Jersey ranks the nation 
ducts. rank only behind New 
York, Pennsylvania, Illinois, Ohio 
and California. This enviable 
position leadership and must 
maintained. 


Diversification 


Unlike some unfortunate states who 

have had all their industrial eggs 

the same basket, New Jersey 

well diversified. order value, 

our chief industries are: 

(1) Chemical, pharmaceutical and 
allied products 

(2) Electrical machinery 

(3) Food and kindred products 

(4) Machinery other than electri- 
cal products 

(5) Textile-mill products 

(6) Apparel and related goods 

(7) Transportation equipment 

(8) Primary metal industries 

(9) Petroleum and coal 

(10) Paper and allied products 


Efficient Government 


honest and efficient government 
with absence restrictive regu- 
lations. 


Sound Industrial Relations 


Good working relationships between 
employers and employees 
denced the absence strikes and 
slowdowns. 


10. 


fill employment needs, with edu- 
cational facilities preparing people 
for wide range careers and job 
opportunities. 


Competitive Compensation Levels 


living area that allows the right 
pay for the job. Compensation, in- 
cluding benefits, which equitable 
employees while enabling em- 
ployers stay competitive and offer 
outstanding value customers. 


Services and Facilities 


Good services and 
cluding adequate 
vices, and facilities such schools, 
transportation, hospitals, 
shopping centers and commercial 
services. 


Social and Cultural Atmosphere 


social and cultural atmosphere 
that will hold and attract top pro- 
fessional employees and that will, 
addition, enable every individual 
develop line with his abili- 
ties and interests. 


Imaginative Planning 


must have imaginative planning 
for industrial growth which provides 
creatively for new zoning and in- 
dustrial parks. 


Up-to-date Transportation 


must continue up-date our 
network roads and other trans- 
portation facilities. 


These are and must continue 
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Qualified Labor Pool 
labor pool qualified people 


New Jersey’s selling points. They provide 
the necessary ingredients for sound 
business climate climate which will 
attract and hold growing free enterprise. 


Fairleigh Dickinson University Business Review—Spring, 1961 


The Individual Firm and 
“Operation Opportunity” 


Now what can individual businesses 
assure steady growth? How can indi- 
vidual firms innovate for growth? Three 
steps are fundamental: 


Business Must Plan for Growth 


Planning the key word today. In- 
dividual businesses must plan and 
must relate these plans the re- 
quirements for skilled 
sources. 


Industry Must Innovate for Growth 


growth indeed all industry 
must come from intensive research; 
basic and applied. Development 
plans New Jersey are strongly 
tied research expansion. 


Manpower studies have shown the 
vital importance innovation. Suc- 
cessful innovation the key rapid 
company growth. Successful innovation 
leads further innovation. 
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Industry Must Train for Growth 


Expanding educational facilities, 
exemplified Fairleigh Dickinson’s 
role New Jersey are must 
for healthy growth. Industry itself, 
however, cannot depend entirely 
outside educational resources. In- 
dustry must train for growth, 
providing training programs meet 
our shifting manpower 
ments: The shift technical and 
professional groups the need for 
generalists well specialists 
and training geared the rate 
innovation. 


conclusion, must look posi- 
tively the opportunity hand. 45,000 
new trained hands will available each 
year. “Operation Opportunity” requires 
innovation throughout the state and with- 
the individual business enterprise. 


Population growth not albatross— 
provides opportunity. Colin Clark, 
the noted British economist said, “There 
are many examples show that popu- 
lation growth provides beneficial stimu- 
lus, often indeed the only stimulus 
powerful enough shake men out 
their established ways and customs, and 
make them seek something better.” 
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Some Ideas Constructing Budget System 


George 


General Adaptability 
Budgetary Procedure 


the process laying out complete 
systematization all the activities 
the different departments organiza- 
tion, usually found desirable 
establish budgetary system. There may 
times exceptions the enterprise 
either very small very large; since 
the conduct the budget requires ade- 
quate facilities the accounting organi- 
zation, the ome hand, and the 
other hand incentive must exist 
increase the net profits eliminating 
haphazard programs. the latter case 
the value budget just great, but 
one the imperative reasons for adop- 
tion; the necessity tighter control 
offset the possibility profit reduction 
due poor operational procedures may 
not realized. Such instances are com- 
paratively few, however, owing the 
rapid development modern industry 
and the presence competition in- 
dustrial fields. 


George Geier associate professor and 
assistant dean the Teaneck Campus 
Fairleigh Dickinson University. 
former principal Hawthorne High 
School and New York 
University where received his 
bachelors masters degrees. 


Facilities for 
Conducting the Budget 


examining the circumstances de- 
termine the advisability the adoption 
size, the management must consider (1) 
whether the present accounting organiza- 
tion could assume the responsibility 
handling the additional mechanical work 
involved, and, not, (2) whether the 
additional expense conducting the 
budget would justified the advan- 
tages that particular organization. 
deciding this question, the management 
will have study the proposed budget 
machinery and the rate development 
the business. should also ascertain 
the value the enterprise informa- 
tion other than that which could 
furnished utilizing the services the 
budget clerks. That is, by-product 
the additional expense due the 
maintenance the budget has real 
value the business, this service can 
utilized carry the budget burden. 


Policy the Management 


the business substantial size, 
the examination into the question 
whether budget system should in- 
troduced should with sounding out 
the views the management. The sys- 
tematizer must not misled his per- 
sonal enthusiasm for budgetary control 
assume that the advantages par- 
ticular business will promptly con- 
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ceded the responsible heads. con- 
cern, for example, manufacturing 
revolutionary patented mechanism, which 
has exclusive field, has built 
annual gross business several million 
dollars. The management, while con- 
ceding the importance the budget for 
other businesses, has taken the position 
that the installation 
cedure would not worth while this 
stage the concern’s development. 
argument for the budget, not perhaps 
generally appreciated major financial 
executives concerns not faced with re- 
stricted opportunities for profit, the 
fact that proper budget procedure will 
flash timely warning when the point 
reached where profit opportunities 
the comparatively immediate future will 
curtailed. Projecting estimated figures 
for the budget involves the forecasting 
the course business the future. 
The fact that certain enterprises the 
enormity the field consumption 
leaves the rate development the 
business dependent upon 
manufacturing output and marketing ef- 
fort, during the considerable period 
early development, too apt blind 
the management the likelihood that 
period diminishing consumption 
may take the management unaware. 


additional argument for the budget 
the case concern not faced with 
restricted opportunities for profit that 
affords verification the correctness 
policies and revelation mistakes 
policies, which the management can- 
not afford ignore. 


Variance Budget Systems 


The very idea the budget precludes 
standardization procedures suitable 
for all businesses. The applications the 
principles budgeting are almost 
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numerous the enterprises which they 
are adaptable. The elements that operate 
promote diversification are (1) the 
conditions within and 
without the business, (2) the plan 
organization with especial reference 
accounting and statistical functions and, 
(3) the particular objectives the 
management. Each formalized budget 
procedure designed fit 
business will have something distinctive 
that would inapplicable another 
business even the same branch in- 
dustry. recognition this fact the 
attention the investigator, whether his 
suggestion for the revision existing 
system, should directed towards all 
facts pertinent having influence 
upon the budgetary procedure the 
particular concern under observation. 


Essential Elements 
Sound Budget Practice 


The establishment and maintenance 
sound accounting system prere- 
quisite the application correct bud- 
get principles. The milestones along the 
budgetary course are 
balance sheets; and theory budget 
that does not express the budget 
terms all the items the balance 
sheet defective. Accordingly, the pro- 
per analysis the accounting procedure 
expenses, costs, income, and inventory 
essential prerequisite effective 
budgetary control. The objective bud- 
get-making should the projection 
past balance sheet items construct the 
most accurate estimate possible future 
balance sheet items. 


The process estimating future ac- 
complishments and the corresponding 
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costs should originate the respective 
departments, although these figures may 
arranged and presented with compara- 
tive results for past periods the ac- 
counting department. many organiza- 
tions the departmental estimates are 
cally reviewed budget committee 
authorized put the departmental execu- 
tives the defensive doubtful cases, 
and modify their estimates modifi- 
cations seem order. 


The participation department execu- 
tives setting the budget has the salu- 
tary effect that these executives will 
stimulated make actual performances 
approximately accord with the estimates. 
They should impressed with the idea 
that they assume obligations realize 
these performance quotas. plain that 
budgetary estimates should not at- 
tempted for period remote that 
fairly accurate projections are impossible. 


Estimates sales should partially 
based independent market analysis. 


The simpler the budget procedure the 
more effective will its operation. 


Usual Budget Procedure 


Pursuant the principles stated 
the preceding paragraph, the progressive 
steps under the usual budget procedure 
are follows: 


form for making departmental 
estimates sent each department 
head sufficiently advance the 
time that the estimates are 
delivered the budget committee 
permit the giving careful at- 
tention the estimate. 


The department heads submit their 
estimates the budget committee, 
together with such supplementary 
data will guide the budget com- 


mittee forming opinion 
the approximate accuracy the 
estimates. 


The budget committee, after de- 


liberating upon the estimates, either 
approves them changes them; 
they are then returned the de- 
partment executives. 


the accounting department showing 
the performance the department 
against the estimated figures ren- 
dered each departmental execu- 
tive. 


Similarly, periodical report show- 


ing the performance all depart- 
ments against the estimated figures 
these departments delivered 
the committee. 


after observing the relation be- 


tween the actual performance and 
the estimated figures for any de- 
partment for shorter period than 
that embraced the estimate, the 
department executives the bud- 
get committee desire revise the 
budget estimate for the balance 
the period, repetition the pro- 
cedure described the second and 
third steps occurs, and the revisions 
are made. Thus, the estimates for 
the last two months the quarter 
may changed after the expiration 
the first month. 


After the budget final form, 


but not before, copies are usually 
prepared for top executive perusal. 
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Sales and Sales 
Operating Expense Budget 


design sales budget where products and 
the number salesmen are few. The 
process preparing budget system for 
enterprise having number branch 
offices slightly more complicated. 
Usually the branch sales manager 
required submit budget figures for 
his branch embracing the amount sales 
and the operating expense projected. 
form suitable for such budget procedure 
centage column could inserted after 
each “budget” and “actual” column. The 


director sales receives these branch 
budget forms from the branch 
sales managers. After carefully checking 
branch estimate, either approves the 
branch returns the branch 
sales manager with directions for modi- 
fication. Provision sometimes made 
the form for insertion marginal 
allowance prescribed the sales 
manager both respect sales and ex- 
pense sales. After the branch sales bud- 
gets are all finally approved, the director 
sales prepares general sales and sales 
expense budget, composed the budget 
figures from the various branches, with 
any sales handled directly the main 
office and the additional administrative 
expense the main office included. 


BRANCH 


THE GOODALL COMPANY, INC. 
SALES AND EXPENSE BUDGET. 


| 


SALES EXPENSE 
OFFICE & ADMINISTRATIVE 
SALES EXPENSE 

PROFIT LOSS 


Editors Note: The chart above and the 
other charts this article were designed 
the author. 
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The amount detail advisable 
shown the general sales budget varies 
with the circumstances the business. 
Branch sales expenses are frequently 
classified variable expenses (those 
which vary with the volume sales) such 
freight, commissions and overhead 
fixed expense and the home office pro- 
finitely determined, irrespective the 
amount sales) such rent, insurance, 
and taxes. 


Reference past records will usually 
indicate what percentage list price 
should, view current conditions, 
allowed trade discounts for the coming 


period. 


Unit studies are sometimes conducted 
the home office, with the object 
determining the expense per unit floor 
space for each crate case goods 
handled, the volume shipments one em- 
ployee can prepare, and forth. Re- 
visions unit expense studies must take 
place annually view the changes 
that take place the wage and price 
rate. With these unit expense figures 
established, very accurate estimates can 
made the fixed expense each 
branch. Frequently the plan adopted 
not showing the branch budget 
report form the pro rata home office 
fixed expense the pro rata home office 
variable expense. These items will then 
appear only the master sales budget. 
The argument for including these items 
the branch budget form, that with- 
out their appearance the branch 
manager may misled and assume that 
his branch, doing the volume business 
estimated, will operate profit, where- 
as, the home office pro rata expense 
items are entered, his estimate would 
really forecast loss for his branch. 
clear that both the branch office pro rata 
fixed expense and the home office pro 
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rata fixed expense, chargeable the 
branch, must covered sufficient 
amount sales before the branch will 
even.” 


Advertising Budget 


The budget executives need not con- 
cern themselves with what are frequently 
controversial issues between the director 
advertising,the budget committee and 
the directors; the relative influence 
that should exercised the appropria- 
tion for the past period, the appropriate 
expenditures for advertising during lean 
and prosperous periods, and the respec- 
tive advantages various media. 


Two important elements should 
present any advertising budget system: 


Provision for detailed distribution 
charges. 


Distribution charges should 
determined both the advertising 
and accounting departments. 


Although the particular budget system 
suitable any business will the sub- 
ject considerable study and discussion, 
suggestion may derived from the 
system illustrated Figs. and Fig. 
shows the annual advertising budget for 
magazines. The figures for “last year” are 
shown and columns for “estimates” and 
“actual” the current year. 


After the appropriations for particular 
purposes and media have been deter- 
mined, budget schedule appropria- 
tions month month prepared. 


the concern uses advertising 
agency, the detailed schedule prepared 
the agency showing media, dates pub- 
lication, size space and cost space 
will serve supply the details the 
schedule 
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ANNUAL ADVERTISING BUDGET 
APPROPRIATION FOR MAGAZINES 


FOR YEAR: 


LAST YEAR 


PENDITURE 


The advertising budget control sheet 
shown Fig. completes the adver- 
tising budget system. This monthly re- 
port shows the actual net expenditures 
for the month, the budget estimates and 
the amount which the actual exceeds 


falls short estimates. 

Separate columns are also provided 
show the net advertising expenditures 
date, the amount budget estimates 
and the amount which actual exceeds 
falls short estimates. 


Fig. 


Setting the 
Manufacturing Budget 

production program based upon 
estimated sales volume. Probably the 
most simple system budgeting pro- 
duction would terms units 
product for the period estimated 
the sales division. 


considerable number items 
controllable expense enter into the peri- 
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budget manufacturing opera- 
tions. Based upon the estimated sales 
figures, the supervisor the various 
branches factory activities will make 
estimate expenditures necessary 
maintain production fill the estimated 
orders. These budget figures will the 
result factors regarding labor, pro- 
duction, tools and equipment, materials, 
machinery, and plant. obvious that 
this form budget will vary accor- 
dance with the conditions the business. 
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THE GOODALL COMPANY, INC. 
ADVERTISING BUDGET es 
AND 


TOTAL 


Fig 


The Financial Budget accounts receivable and other items such 
rentals from property owned, sales 
stocks and bonds, returns investments, 
interest notes receivable and the like. 


The aggregate the estimates cash 
receipts and cash disbursements made 
the various divisions the organization 
comprises the financial budget. These Having assembled all possible items 
will include estimated collections from cash receipts and disbursements, 


THE GOODALL COMPANY, INC. 
CASH BUDGET 


FACTORY EXPENSE ITEMS 


ADMINISTRATIVE EXPENSE 


MISCELLANEOUS 


DIVIDENDS- PREFERRED STOCK 


BOND INTEREST 
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ee BUDGET OF OPERATIONS FOR THE MANUFACTURING DIVISION s 
Fig. 


great problem determine whether the 
cash position certain date will 
sufficient meet requirements. form 
cash budget shown Fig. 

special form should prepared 
for noting estimates receipts from all 
anticipated sources. This form should 
provide for sources known receipts 
and for those that might possibly 
anticipated consequence the course 
the business. Fig. typical such 
form. 


Where the terms sale permit pay- 
ments made various times with 


TOTAL ACCOUNTS AND 
NOTES RECEIVABLE 
WHOLESALE SALES 
TOTAL SALES 
RENTAL 42ND STORE 
INTEREST BONDS 
DIVIDENDS STOCK 
TOTAL INCOME 
SECURITIES OWNED 
INTEREST BANK 
DEPOSITS 


TOTAL OTHER INCOME 


Estimated Statement 
Condition and 
Income Statement 


Probably the most effective method 
coordinating all information contained 
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THE GOODALL COMPANY, INC. 
CASH RECEIPTS 


| 


varying discount allowances, the 
cedure predicting volume collec- 
tions becomes complicated. possible 
that the experience the business will 
indicate definite ratio between sales 
and collections which will provide some 
basis for collection estimates. Obviously 
important observe any variations 
the ratio certain seasons the year, 
Where seasonal variations business 
are constant, possible estimate 
the probable turnover period 
this information arrive the estima- 
ted collections. 


budget preparation present the 
figures the form Statement 
Condition and Income Statement. 
the various budget estimates are pre- 
sented the terms common these 
statements, they will reflect the situation 
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its entirety, manner not open 
misinterpretation. 


tween the estimated and actual figures, 
adjustments for the balance the fis- 
cal year should made. the light 
new experience possible that 
more accurate predictions made 
the immediate future 
possible over longer period. 


These estimated statements 
ticularly valuable the chief executives 
managerial aids and the establish- 
ment policies. 


Let assume that the sales division 
predicts considerable increase the 
amount sales for the coming year over 
the current year. This might first 
seem indicate great advantage. Yet 
possible that carefully estimated 
Statement Condition and Income 
Statement may reveal elements that de- 
tract from that advantage. The larger 
sales volume may require considerable 
plant and equipment expenditures, which 
having been estimated and stated the 
plant, and shown the fixed accounts 
will probably appear increase the 
liabilities under bonds payable mort- 
gages payable, increase the capi- 
tal stock. This may, turn, mean that 
the interest payable during the year will 
reveal the income statement large 
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increase the non-operating expenses. 
estimated large sales increase may 
also accompanied proportionately 
greater increase sales expense and the 
estimated production cost the bud- 
geted amount sales may show rate 
increase, reflected diminished gross 
rate sales. Thus the net 
Operating profit may show reduced 
rate the volume estimated sales 
compared with the current year. 
readjustment the budget figures may 
advisable the light the 
thus revealed the estimated Statement 
Condition and Income Statement. 


conclusion, quotation from the 
book titled Budget Principles and Pro- 
cedures by. John Bartizal which seems 
appropriate. 


Whenever budget longer repre- 
sents expected actual operating pro- 
gram, should revised. The budget 
must flexible. not end it- 
self, but merely means end. 
such, must adjusted meet emer- 
gencies. The individuals responsible for 
preparing the budget should have the 
power revise it. However, the bud- 
get should not revised merely be- 
cause some department not meeting 
its estimates. The budget should 
revised when performance longer 
possible and when the estimates 
longer represent proper basis for 
comparing performance. 


John Bartizal, Budget Principles 
and Procedures, New York, Prentice Hall, 
Inc., 1946, 170. 
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